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ECONOMIC REVIEW

INTERNATIONAL ECONOMIC_ DEVELOPMENTS

The globaf economy experienced rather sluggish growth
during 1987 following a slowdown of growth 1n 1ndustrial
countries and worsening external situations 1n aqeveioping
countries. Among the developed economies, dJapan’s higher growth
was offset by deceleration 1n the US and in Western Europe.
Developing countries experienced a sharp slowdown 1n economic
growth with the o011 exporters withessing negative reail growth.
The turbulence 1n the financial markets during the latter part or
the year served to heighten concerns over the gloval traue

1mbalances, and the growing debt burden of developing countries.

Economic activity 1in the major developed countries
turned out to be stronger than anticipated. GNP in the seven
largest countries grew by 3.0 percent in 1987 with their combined
unemp]pyment rate falling to 7.0 percent as against 7.4 percent
in 1986. The US economy grew by 2.9 percent as in 1986. Growtn

beneti1ted as exports grew at a taster pace than 1mports narrowing

the trade deficit. West Germanhy’s real GNP grew at a rate ot 1.7
percent foilowing a 2.5 percent 1n 1986. Such growth was Too
weak to correct the country’s foreign trade 1i1mbalance. The UK s

economy remained buoyant for the better part of the year witn



real GNP- growing by almost 5 percent, the fastest growth since
1973, and doubled the rate seen in Europe’s other big economies.
For Latin America’s debt-ridden economies there was a worsening

ot the already acute economic crisis during 1987. Indications
are that the region GDP increased by 2.6 percent, 1 percentage
point lower than the average recorded 1in the preceding three
years. The aggregate GDP ftfor oil-exporting countries ot the
region grew by 1.4 percent as compared with a 1.2 percent
contraction 1in 1986. For the non-oil exporting countries GLP
grew by 3.3 percent as against 6.8 percent 1in ~1986. As a
consequence the region’s per capita product rose by a mere 0.5
percent compared with 1.4 percent 1n 1986. The Caribbean
economies achieved = an average growth rate of 3.8 percent in 1987

with tourism, agriculture, and construction providing the

stimulus for growth.

Inflation 1n the developed countries moderated during
1987 with the stock market crash reducing the tear 2ot
inflationary pressures 1in some economies like the US, Japan and
the UK. The Tapproximately 3 percent increase 1n the infiation
rate 1in the developed economies was due almost entirely to

increases 1N energy prices.

Latin America’s loss ot economic dynamism was

accompanied by widespread resurgence of inflationary pressures.



The paée of inflation for the region surged to 190 percent 1n
1987 compared with 65 percent 1n 1986, and 275 percent 1n 1985.
Inflation was particularly 1intense 1in Nicaragua (122 percent),
Brazil (340 percent), and Argentina (180 percent), Mexico’s
inflation worsened for the fourth year to 146 percent. The
deterioration was attributed to the effects of currency

depreciation and higher administered prices.

Oil -prices recovered from the 1986 levels with the
swing 1in prices representing a 8.2 percent 1increase atter
declining 19.7 percent 1in 1986. Most of this increase came
during the first half of the year as prices became volatile 1n
the latter part of the year with widespread discounting. The
reductions were due mainly to the lack of con§10t1on over OPEC's
weak price and production agreement, and the prospect ot a

decline in demand growth in the OECD countries.

The dollar prices of non-oil commodity prices were 8.6
percent higher 1in 1987 than in 1986, measured on an annualized
basis. Much of this increase reflected higher prices for metal
and agricultural raw materials, and the depreciation ot the US
dollar. The prices of agricuitural raw materials averaged 33.5
percent more than the 1986 1level due to strong demand and
si1zeable reduction 1in supply 1in some countries. Despite the

increases 1in dollar prices, commodity prices deflated by the



dollar unit value of manufactured exports, fell by 3.8 percent
during 1987. For the developed countries, the dolilar price of
commodities exported increased by 13.4 percent over the 1986
level contrasting with the 3.3 percent gain in the dollar price
of commodities exported by developing countries. World sugar
prices rose steadily to almost US$0.10 per pound in 1987, due to
-production shortfalis 1in a number of the major 1mporting
countries. Coftee prices also increased, the resuit ot a
reintroduction of global export quota under the International

Coffee Agreement.

The recovery 1in the international price of oil, the
upturn in mineral prices, and other basic commodities, and rapid
growth 1in the export of manufactures in some countries
contributed to a slight 1improvement 1in developing countries’
terms of trade during 1987. The 1mprovements were mainly
concentrated 1n the oil exporting countries which benefited from
increased o0il prices. The Latin American region experienced
approximately 2.4 percent 1mprovement in the terms of trade aue
to a 13.0 percent 1ncrease 1n exports based on a 7.0 percent
increase 1h unit value and a 5.0 percenf rHSe 1N voiume, as
against a 10.0 percent 1increase 1n 1mMports with a 4.0 percent

increase in the value and a 5.5 percent rise in volume.



The foreign exchange markets were rather voiatiie
dusing ‘1987 rwith’ theUStdoldar' falling sharpily® agarnstNEhe " major
currencies especially the yen and the Deutche Mark. The Louvre
Accord 1n February,}987 was an attempt by the major i1ndustrial
countries to 1imit tiuctuations 1in exchange markets. Following
the Louvre Accord, heavy intervention and coordinated economic
policies led to an arrest of the steep real depreciation of tne
glo klar. However, despite concerted efforts by Central Banks,
exchange rate movements became very pronouncéd during the iast

two months of 1987.

By year end the dollar had slumpea to 1ts iovest level
against the yvyen and the Deutche Mark since the reorganization of

the 1international monetary system after Worid Wwar II. Tn

@O

do!l lars trade-weldgnted depreciation was 16.j pereent ™ 'Tn Y987 as
compared with 13.5 percent 1n 1986. compared with the level 1n
February, the dollar fell over 13 percent against tne yen and
about 10 percent against the Deutche Mark, in real efteccive
terms. The weakness of the dollar and ftear of recession led 1n
December to a statement by the G-7 countries re-attirming the
undesirabiiity of a continually falling do]]ar. The steriing
maintained strength and stability throughout 1987 gaining
particularly against the Deutche Mark. The Mexican peso
continued 1ts downward slide with the free market peso being

devalued by up to 45 percent against the US dollar 1n November.



This was followed in December by a devaluation of the controller
peso by 22 percent as a part of the measures taken to boost the

economy .

Developing countries’ debts 1ncreased by 6.3 percent to
US$1.19 trillion by the end of 1987 from US$ 1.12 triilion 1in
1986. Thoughi s8till: ats critical levels, the debL servicing
indicators 1mproved in 1987 the result of a slow growth of debt
lower international interest rates from mid-1986 to mid-1987, ana

The recovery 1n the exports of a number of the debtor countries.

Considerabie uncertainty continues to prevail with
regard to short-term prospects for the worid economy. For 51988,
world economic output 1s projected to be near 3.0 percent but
below the levels of the previous two years. bDeveloped countries
are projected to expand at a moderate 2.5 to 2.7% percent 1n
1988/89. Growth 1n i1nternational trade 1s |ikely to be weak
making it more difticult tor adjustments of the giobai
1mbalances. Developing countries’ debt problem will persist as a
large number ot these countries tace 1ncreasing difticuities 1n
obtaining external tinancing, and reductions in i1nvestment levels
along with 1ncreased i1nterest rates. Some level of growtn among
deveioping countries 1s projected ftor 1988 as commodity prices

are expected to stabiiize aftter several years of decline,

/0



resultinag 1n 1mproved terms ot trade. However, sugar exporting
economies tace 1988 with a turtner setback as the UbS sudar 1mpoirt

quota was again reduced - by 42 percent to 750.0U0 short tons tor

1988 ..

t



iHE EGON@MYySINDRIE I OVERV FEW

Prelitminary estimates ihdilcate tnat Lhe real aross

domestic product (GDP) grew by apbout 5.0 percent dauring 14:#:; as
compared with a .3 percent rise during 1986, and 3.9 parcent tor
1989 Growbthh was mosbL si1agnitricant in the priimar y secbor whiich
aovanced by over |3 percent over 1 986 . Speciticaily. torestry
and logging grew by 3Z.3 percent and the oulLpub OF  T18h weril up
o W percent. Real output 1n Lhe seconQary sSector was mainiy
infliuenced by a substantial 1ncrease 1N Lhe progcucLion o wheat
T FotEs and cluarettes, while services Trom traage, note s,
restaurants and cares contributed to the growtih or 7.5 percenc 1n

the tertiary sector.

Trade and tourist-related services accounbeu Tor nmost
(14.7 percent) of GLF, Tollowed by agriculture (i10.5 percent),
and transport and communication {96 pelrcent ). OLEEPEE SEHeINOS E
sectors on the wihoie, have been estimated to have registered an
increase. These estimates of growth 1IN GDF and 1ts componsnis

are, however, highly provisional.

The sianmiticant growbhn 11 gross domesbic producl was
accompanied by 4 revival 1n demand Tor credit Trom tne private
sector . Credit Lo the private sector which had deciined by 3u.H

miliion during 1486 to a level ot $126.5 million staged a

12



remarkavie revivai 1n 1937 wilh an increase or HZ2Y9.7 milliiuon or
23.5 percent over tne DLDecember 1956 level. The 1ncrease 1n
credit was spread over severai sectors but was particuiat iy hian

TN the agriculcocural sector which accounted for 32 percent of tne

Tfricrgaser®of: $27 .9 madltifion tin Srtoka.d loans and advances o1 the
commnet cral panks. Lur ing 1986, loans ard fadvances to agricul ture
had.@a.niTae th decHlAned  1byg sFisis ¢ masiglition: construction ciailmad ain

Inorease | AN s credat, 'of  $4u4 miviiaon v fand: tha@iourrrsm sector $z.5
miilion. Credit to Manutacturing has shown a downwaird trend 1n
recent ' ysgrsi;abd: Sih. 1987 there was a further decline ov $2.5
mililion. This decline tollowed a $4.4 miition tall 1 e o
Loans and advances to tihe bistribution  sector expanded py $7.0
miliilon but 1ts share 1n total loans and advances remained al
alraund 35 percent. Apart trom refiecting the signiticant growth
in. economic activity, a rise 1h ~demand tor credilt wazs provap |y
also a conseuguence of the downward adjustment 1h 1hterestct rates

effected 1n mid-iecember 13$86.

Net,eredat < toi’ thels publite Gisecteriidecinea by $i4d a4
maldELen! - @R 24 %4 percent during the year prinaing the toaal
reduction since December 1985 to $22.4 miliilon. <Conszausncly.,
credit to the private sector 1ncreased 1ts share 1n net gom=stic
credit from 65 percent at the end of December 1945 to 6/.0
percent at the end of 1986 and fTurther to 77.3 percent at the end

oF YO8,



Net domestic credit which had declined by 38.3 miiiion
1in 1980 made a sighificant recovery in 1987 with a ri1se of $15.1

million o8l percent.

With the easing of the restrictive monetary mezasures
towards the end of 1986, and continued accretion to foreign
exchange reserves during the year, the broad measure or mohey
supply ;I M2) rose . by: $4d = miTiMNon or''20.4 ''percent to $259.7
mal Tion. ihe . bukk:. of Lne Tncrease was contriputed ovs Limes
depositis which, irose: by $2iaL 50 mislihontors 2016 - percemt, as against

a, rlse. ofe 1545 percentranydse. fotal deposits arew duting {35/
at 21.2 pencent.as agarnstin?.3ipercent an 1950, Despite Lhe
sharp 1ncrease 1h deposits, there was no 1nNcrease 1N exCess
iTgquidity with commercial banks during 1987. BuirEaneg . 1936, Wi th
stagnancy ih o demand « tersiicredat - from- the private sector. ana
restrictive monetary and tiscal measures, excess |i1guidity o7 the
commercial banks had risen by #$14.2 million to $2Z2.5 million, AL
the end of 1987 excess liquiaity had dropped marqginally to s$zz.1
million. The reduction 1n excess |li1quidity was achievead malniy
during the last auarter ot the year when domestic credit rose oy
as much as $21.6 million as until September 198/ excess 11UU1TILY

wasastididl hagbhpat” $8015 md | 1aon-.



A highlight of the monetary scene was the continueq
bul td-up ot reserves. Gross Tftorei1gn assets ot the Central Bank
increased by $19.6 million during 1987 atter having risen by
$23.6 million 1n the previous year. Considering the significant
expansion in net domestic credit during the year, thi1s order of
1ncrease 1n reserves should be considered to be a significant
deve lopment. Net foreign assets of the Centrai Bank aiso
1ncreased by $19.6 million as its tforeign exchange liabilities at
the end of 1987 stood at the same level as at the end or 19&o.
Net toreign assets of the banking system as a whoie amountec to
$37.5 million at the end of 1987 representing an 1ncrease of
$d 9.8, r Mmiblion brduring . Jthe - oyear. This marks a supstantial
improvement over the position at year end 1985 when toreian

"lTr1abi1li1ti1es exceeded foreign assets by $13.8 million, and aliso

over 1986 when net foreign assets were $17.6 million.

Although the reserves position may bpDe deemed Lo be
comfortable, and to represent a distinct 1mprovement over the
recent past, the growing trade deficit should sound a note of
caution. During 1987, the trade deficit rose to $85.7 million
from a level of $71.5 m11iﬁon in 1986. This was not unexpected
as a spurt 1n domestic credit would have a direct impact on the
level of 1mports. Foreign exchange 1inflows have been strong
owing to inward remittances from Belizeans abroad and increased

tourism earnings. In order to maintain a growing level of

15



imports R 1Tmperative that the tTempo of export growth 1s
sustained over the coming years. There are good prospects for
export growth but these have to be translated 1into steady growth
in  export earnings before a favourable balance of payments

position 1s deemed to be sustainable.

Preliminary data indicate that the retail price i1ndex
rase, by .20 percent during 13987, as compared with a rise of 0.8

percent during 1986.

The fiscal performance 1n 1987 shows promise oOf
continued restraint 1n expenditures and a cautious approach to
capital expenditures. In order that debt service shouid not
become a burden on the country’s exchange resources the utmost
care has to be taken that the purpose of foreign loans and their
terms and conditions are such that they generate adeqguate debt
servicing capability in the economy. Although the debt burden 1s
not high 1n comparison with several other developing countries,
the reliance of the economy on a few major agricultural exports
and on preferential access to selected overseas markets suggests
that the monetary and fiscal authorities should not be complacent
and be ever'ready to take remedial action 1f adverse developments
in domestic agriculture or 1n 1nternational markets bring up a
squeeze on the country’s foreign exchange reserves. In this

context the diversitication of agriculture and the strengthening

of the tourism infrastructure acquire high priority.

(k



PRODUCTION AND EXPORTS

Preliminary estimates 1indicate that the real gross
domestic product (GDP) grew by approximately 5.0 percent during
1987 as compared with a rise of 2.3 percent during 1986, and 3.9
percent for 1985. Most sectors exhibited 1increased output.
Growth was most significant in the primary sector which advanced
by over 13 percent over 1986. Specifically, forestry and logging
grew by 32.3 percent and the output of fish went up by 16.1
percent. Real output 1in the secondary sector was mainly
influenced by a substantial increase in the production of wheat
flour and cigarettes, while services from  trade, hotels,
restaurants and cafes contributed to the growth of 7.5 percent in

the tertiary sector.

Trade and tourist-related services accounted for the
most (14.7 percent) of the GDP, followed by agriculture (10.5
percent) as a result of greatly improved production of corn,
bananas, citrus, and rice, and transport and communication (9.6

percent).

Sugar

During the crop year 1986/87 (December to June) 82,320
long tons of sugar were produced from 788,899 long tons of sugar

cane (Table 1) while in the previous crop year 93,345 long tons

|



of sugar were produced from 853,605 . l1oh8b“%kens " of ' canet
Production declined by 11.8 percent as a result of a 7.6 percent
decline in cane deliveries and a deterioration in the quality of
cane. Farmers received a final average price of BZ$49.66 per ton
of cane delivered during the season as compared with BZ$40.33 for

the previous season.

Table 1/ Sugar Production 1985 - 1988

(7000 l1ong tons)

: E
1985/1986 1986/1987 1987/1988
Sugarcane 853.6 788.9 ?SO,OOOE
Raw sugar 95.35 g82.3 7830
Notes: E: Estimate

Crop year normally runs from December to June

Sources: Belize Sugar Board
Central Bank of Belize

Sugar production for the 1985/86 crop year was 16.7
- percent greater than projected, but the final output for the

1986/87 crop year fell short of the projected 85,000 long tons by
a marginal 3.1 percent. Due to falling sugar prices and
"continuous reduction of the United States quota, the factory at
Libertad was closed during 1985, thus, possibly, conservative
projections were made for the 1985/86 <crop year as only the

factory at Tower Hill would have been servicing both the Corozal

19



and Orange
operating
dwindling
have been

.sugar per

yvear 1987

Walk farmers. Unfavourable dry weather conditions,
difficulties experienced by the factory, and continuous
of cane production by Orange Walk farmers whose fields
deteriorating have resulted 1in a Tlower recovery of

ton of cane.

The total volume of sugar exported during the calendar

fell by 19.8 percent to 78,981 long tons (Table 2).

Table 2 / Sugar Exports 1985 .~ 11987
(000 long tons)

1985 1986 1987

USA Y AR 4 52.0 15.8

(of which U.S. quota) (4 2.4 t18.2) 8.5

EEC (United Kingdom) 421 442 48.9

Rest of World 35.5 5.8 4.3

Total 95.3 98.5 79.0
Source: Belize Sugar Board

Although the U.S. quota had been reduced and the shortage of cane

did not permit exports during the fourth quarter of the year,

export earnings during 1987 were only $0.3 million 1less than the

(1



August 1987, Petrojam is to acquire some 25,000 acres of land
with the Libertad Sugar Factory which had been closed since 1985,
Petroijam will wutilize an estimated 400,000 tons of cane to
produce wet alcohol which will be processed into ethanol in
Jamaica. It is expected, as well, to supply the Government of
Belize and the Belize Electricity Board with fuel processed frocm
Mexican crude oil in 1its Jamaican refineries. This arrangement
would be in compliance with the San Jos€ Accord where Mexico
gdgaes  to . return, up.:to. 20...percent: of the wvaluesof:crude! oii
purchased by Belize, if the product Belize 1is buying from
Petrojam is considered the same as the crude oil imported from

Mexico by Petrojam.

The additional demand for cane would boost production
and, hence, economic activity in the northern districts. Efforts
are underway to provide material and financial assistance to
farmers to rehabilitate canefields and other supportive
mechanisms. A first cane price of $40 per long ton has been set
but this may improve as it is usually a reflection of the world

market price which is projected to average about 9.98 U.S. cent

mn

per pound during 1988. Despite the reduction of the USA quota by
42 percent, the short-term prospects for sugar exports are bright
with producticon being restrained. stocks being further

reduced, and world consumption persistently growing.



ce

Bananas

EXDOTICs ¥ Of bananas to the United Kingdom reached a
record 1.2 million boxes during 1987. An average of 540,000
boxes were shipped each year since 1981, except for 1986 when
exports amounted to 615,139 boxes (Table 3). The bananas are
shipped as 42-1b or 29.5-1b boxes with net weights of 40 pounds
and 28 pounds, respectively. Total number of pounds shipped
during 1987 were 44.5 million pounds which was 87.0 percent

greater than the 23.8 million pounds exported during the previous

year.
Table 3/ Exports of Bananas : BZ3
1986 1987
Vo lume Value Volume value
EXPORTS
40-1b box (net)
First-class 545 .911 1,233,865 854,964 11,336.823
28-1b box (net)
First-class 24,395 o N B W) 366,791 3,414,824
Second-class 44,833 369,12 - =
TOTAL Gi1bh,.13y |.8t18 . 484 1.221.0156 14 T8 @47
CULTIVATED AREA
(Acres) 1T RS 1852

Source: Bahana Control Board



There was a comparable increase 1in export proceeds of 88.7
percent from $7.8 mf!lion for 19686 to $14.8 million for the vear
under review. No changes in prices received per box of bananas
occurred during 1987 and only the price of first-class 42-pound
boxes rose from $13.18 per box to $13.26 as of the April 8, 1928
shipment. Exports oif second-class 29ai5¢ boxes were
discontinued as of October 28, 1986; those were valued at 38.01
per box but the first-class box of the same size was valued at

29 .31.

Belize continues to enjoy a preferential access to the
United Kingdom market for its exports of bananas. The prices
offered to the Banana Control Board are re-negotiable every six
months, but as previousiy mentioned, they have remained constant
for almost two vears. This arrangement is effective until 1932.
by which time exports of Belizean bananas are expecied to amount
B - 240 mitddon, almost: . twice theyxd987 figure: of A2 'mi'llion

boxes.

The feasibility of a commercial wharf for banana
shipping is being explored. Currently, fruit are baraged to ths
Republic of Honduras for transportation to Europe as adequate
port facilities are not availlable 1in the south which is the
primary area of operations for the industry. Alternative uses cf

rejected bananas are also being studied. It 1s estimated that



approximately twenty percent of the bananas harvested each vear
are unsuitable for export and their use is limited to feed for

livestock and local consumption.

Citrus

The production of citrus fruit increased substantially
during the crop year of 1987 as compared with 1986. Deliveries
of oranges were up by 32.17 percent at 1.7 million 90-pound boxes
while 0.9 'miT¥ion  80-1b boxes of grapefruit, 'a rise of 36.8

pergent, were reaped during 1987 (Table 4). Citrus Tarmers

Table 4 / Citrus Production and Exports
1985 1986 1987
Froduction
Oranges (’000 90-1b boxes) 1,043 1,265 1 65 2
Grapefruit (000 80-1b boxes) 476 650 883
Exports
Volume (’000 gallons)
Orange concentrate 798 1,087 1,502
Grapefruit concentrate 450 506 337
Value (BZ3$'000)
Orange concentrate 1751254 14,762 245 602
Grapefruit concentrate 6,984 8,412 6.405

Seiuneet.aCentral Statistdcali®fifiice

¥



received $8.53 per box of oranges and $6.15 per box of grapefruit
delivered. Efforts at agricultural expansion and diversification
may have been contributing factors to the upward movement in
gitrus production. Tariff and quota exemptions which are
available to this industry under the Caribbean Basin Initiative

may also have been added incentive to increase production.

Exports of citrus concentrate were also higher
total of 1.9 million gallons were shipped during 19%7 as opposed
to 1.6 million gallons exported during the previous vyear. This
represents a 21.1 percent 1increase in total exports with a 46.5
percent rise to 1.6 million gallons of orange concentrate b=1ng
e ly  offset  by.a 83:;4 . .pereent Ffall. . to, 33%000i19allons of

grapefruit concentrate exported during 1987.

Proceeds from the sale of citrus exports rose by 33.8
percent from $23.2 million during 1986 to $31.0 millicn during
1987, reflecting an improvement in the average price earned per
Bal lon.. . of coencentrate. During 1986, the price of orange
concentrate was $13.58 per gallon and that of grapefruit was
$16.62, while during the year under review, they were $15.45 and

$19.01 for orange and grapefruit concentrates, respectively.

Projections for the 1987/88 crop indicate that

production of citrus fruit is likely to equal to that of 1986/87.

>4



Although recent rains may have resuited in fruit fallina

prematurely, reports indicate that, citrus trees are abundantly
blossoming. A first price of $6.35 per box of oranges and $5.9%
for grapefruit has been announced. These prices reflect #

seasonal decline but orange prices, at least, are sstimated to be
higher .as'''a' result "of a° declihne Th' world supply. Exports of
concentrate from Brazil, one of the region’s major producers, are
expected to be lower than originally forecasted in response to
the reduction in crop production; consequently, =2export prices

should increase. These conditions project an cptimistic cutiook

for the performance of the citrus industry in Belize.

Marine Products

The performance of the fishing industry improved in
terms of exports during 1987. The total volume of marine
products exported amounted to 1.6 million pounds, representihg an
18.5 percent increase over the 1.4 million pounds exported during
the previous year and a recovery from the decline experienced
during that year as compared with the figure for 1985, Total
receipts moved upward by 19.0 percent to %17.1 miliicn indicating
an increase in the average price earned per pound of fish

(Table 5).



Table 5/ Exports of Marine Products GBZSa’ 000 )}
1985 1986 1987

000 1lbs Volume Value Vvolume Vvalue Vo lume value
Lobster 695 Sl 489 90872 469 1 B B
Conch 370 25037 233 1 420 249 1743
Shrimp 101 705 236 2,360 219 st
Crabs 3 L7 4 2 11 7 53
whole fish 1L7iS) 508 210 852 604 g 8
Fillet 21 85 G9 28 4.4 Zil
Aguarium fish 8 28 6 33 3 13
Other 2./ 40 6 46 G i3
TOTAL 1,401 v e 53 A 14,384 5 (B0 i o e
Source: Department of Fisheries

The upward movement in volume may be attributsa te the

surge in exports of whole fish which amounted to 0.6 million

pounds during 1987 as compared with 0.3 million for the previcus
year. Although this type of marine product makes a contribution
¢ only .8.4. percent te, total proceeds, it Jbs,sgaining 1N
significance (its share was 5.9 percent during 1986) as fishermsn

are realizing its viability in the industry.

The rise 1in total export earnings mainly retflected
higher receipts from Jlobster exports as . they rose to $11.06

mililion from $9.4 million despite the decline in the amount of

1
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lobster exported from 429,000 pounds during 13986 to 463,000

pounds during the year being reviewed. The average price
received per pound increased from approximately $19.15 1in 1226
$24:750 000 119878 Similarly, the average unit value for ccnch
improved.  up.! ftom.about! [ $6 .45 €tor . $4-00955as- SWeHliwras+ thogsa- fol

crabs and fresh fish.

Shrimp exports suffered a reduction as a recult cf the
availability of smaller tihan usual sized fish which yield lower
prices. Fishermen, therefore, find it more profitable t2 sell
their catch to the locai market. A factor which may alsc have
contributed B9 fThe Tall of shraimp exports Lo 219,000 pounds
during 1987 from 236,000 during 1986 1is that the farms, nrewly
established in an effort to shift from extractive operations
which may endanger supply, were experiencing operating

diffisicudties pargfcularly with' the'-chemical‘'vbaiance. ofi the

ponds.

Prospects for the fishing industry are promising. The
availability of 1lobster for export has been dwindling in recent
vears largely because of the illegal hauling of premature fish,
thereby reducing reproduction numbers. With the present strict
control and monitoring of harvested fish, however, ths supply of
lobster should not be threatened. Exports of conch to Hong Kong

have been successful and, while shrimp farmers are optimistiic

about overcoming the problem of salinity of the ponds. the number
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of shrimp boats operating have been increased thus enabiing the

possibility of harvesting a larger crop. Many unexploied arszas
still exist for whole and other fish in the waters. The demanda
iR the U.S.A. is high for marine products and prices obtained ars

attractive.

Garments

Garments continue to be one of the most sianificant
commodities in terms of export value. During:: 1987, some 2.589
mil]ion pieces were exported as compared with 2.52 millicn pieces
for 1986 (Table 6). While this represents a marginal rise of 2.9
Bercent , export earnings. declined slightly from 33204 millionh

during 1986 to $31.2 million during the year under review.

Table 6/ Garment Exports

1985 1986 1987
Volume (million pieces) 21K 252 2.59
Value ($ '000) i L =2 459 51258

Setirce:. Central: Statistical Office

Production has been steadily increasiha while on ths
other hand, the average price received per piece has somewhat
declined. A primary cause of the declining prices may be the

shift in production from higher-priced clothing (e.g. overalis)
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to lower-priced shirts. Another related factor may be the recent
promotions targeted to the American consumers encouracing them tco
buy American-made products. This campaign has been adveirsely

affecting the: exports of garments to the WSS AL, whtfich® Smports

the bulk of the garments produced for zsxport in Belize.

Vegetables and Fruit

Exports of winter vegetables namely, bell popoers
cucumbers, okras, sqgquash and tomatoes, began in 1985, and
production has since been diversified as a resuit of intensive
investments to include papayas, and melons. During 1286, 1.u
mi]]ién pounds of vegetables and fruit were exported at a value
of 80.7 million and exports grew substantially during 1587 to 7.0

million pounds with earnings of $4.7 miitien” (Table 7 I.

Table 7/ Exports of Vegetables and Fruit

1985 1986 1987
Vvolume (°000 1bs) 416 978 6,995
Value ($°000) 28 718 o b s B

Seticcesll Central StatiskEical Offiice
Pijs Provisional

The final figures for 13887 might have been higher ware

it not for the discontinuation of operations of the main producer

20



of vegetables during the latter half

under way for the company to resume operations;

meantime. other producers

the market is promising.

continue

31!
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MONEY, CREDIT AND PRICES

The expansion 1n credit during 1987 which accompanied
the significant increase 1in gross domestic product 1led to a
reduction 1in the build up of excess liquidity of commercial
banks. Although interest rates during the year were at lower
levels as compared with 1986, following the downward adjustments
effected 1in mid-1986, there was a substantial 1increase 1in

deposits which reflected the growth in incomes.

Table 8 / Deposit Growth: 1985 - 1987 $'000

1985 1986 1987

Total Deposits 151,190 | 175,355 | 213,575
Change in Total Deposits +7,596 +24,165 +38,220
Change in Total Deposits (%) +5.3 +16.0 121.8
Demand Deposits 28,418 . 32,444 41,241
Change in Demand Deposits : ~1,685 +4,026 "'8,7?7-
Change in Demand Deposits (%) +5.6 +14.2 +27.1
Savings and Time Deposits 122,772 142,911 172,334
Change in Savings and Timec Deposits +9, 281 +20,139 +29,423
.Change in Savings and Time Deposits (%) +8.2 +16.4 +20.6

Total deposits with commercial banks in the form of
demand, savings and time deposits grew by $38.2 million or 21.8

percent during 1987 as against an 1increase of $24.2 million or
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16.0 percent ih 1986 (Table 8). This substantial increase in
1987 was manifested in an increase of $21.2 million in the level
of time deposits and an increase of $8.8 million 1in demand
deposits while sgvings deposits showed a smaller increase of $8.2
million. A major factor contributing to this highly skewed
growth pattern relates to the greater attractiveness of the time
deposit instrument resulting from the higher interest rates paid
on this éategory of deposits as against the other categories and

- the absence of other suitable financial instruments.

The narrowly defined money supply (M1), rose by $14.3
ikl tion (or 19.5 percent  during 1987. This compares with a
smaller increase of $11.3 million or 18.2 percent in 1986. The
broad measure of money supply (M2), grew further in 1987 by 344.0
million or 20.4 percent as compared with a rise of $31.3 million

or 17.0 percent in 1986.

The rarked acceleration in the rate of growth of M2
reflected the expansionary effect of net foreign assets of the
banking system ﬁhich grew by $19.9 million during 1987
(Chart A). The Central Bank'’s foreign assets ratio, which is
required by law not to fall below 40 percent, rose from 72.0
percent at the end of December 1986 to 87.5 percent at the end of
December, 1987. . Concomitant with this development was an

increase in net domestic credit of $15.1 million or 8.1 percent.



CHART A

Net Foreign Assets of the
Banking System
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s Eeas. 30 1986 there was a decline of $8.3 million or 4.3
percent 1n net domestic credit. The i1ncrease in net domestic
credit during 1987 was mainly on account of a dramatic 1increase
of $29.7 million or 23.5 percent in gross credit to the private
sector.  This was more than offset by a fall in net credit to the
BEiNe Scctor which fel 1V further by $14.6 million or 24.1 percent
in 1987 foliowing a decline of $7.8 million or 11.4 percent in

st (Table 9).

Net credit to the Central Government deciined by 3$11.58
miilion to $382.7 million during the year as against an increase
of $4.1 million 1n 1986. During the year Central Bank ioans and
advances to the Central Government fell by $12.1 million to $435.4

million as compared with a smaller decline of $8.4 million 1n

B8 64 un the other hand, loans and advances extended by Lhes
commercial banks to the Central Government grew by &1.7 million
Lo $48.3 million during 1987. Central Government deposits with

the Central Bank amounted to $7.6 million at the end or 14987 and
Gl the?’ commercial™ “banks "to $1.4 million. These Jeveis
represented Incredases @ ef " $i.& *mitlven fandiser l S0L2 mrlti jon

respectively as compared with the position at the end ot 1985.

Loans and advances extended by the commercial banks to
Other Public Sector grew by $6.0 million to $9.0 million 1in 1987

as against a decline of 1.5 million to %$2.0 million 1n 14986,
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Talle 97 /

Domestic Credit Extended by the Banking Systcm

M
Changpeo
1985 1986 1987 1987/1986
A. By Source 19523 187.0 202 .1 +15.1
Central Bank 48.7° 33.6 18.0 -15.6
Loans and Advances(1) : 29.3 31.6 28.9 -2.7
Govt Securities 4.1 24.0 14.5 -9.5
L.ess =
Govt Deposits 3.8 6.4 7.6 +1.2
Other Public Sector Deposits j 5 15:6 178 +2.2
Commercial Banks 146.6 153.% 184.1 +30.7
l.oans and Advances 141.4 135.0 163.9 +28.9
Govt Securities 14.6 34.6 40.5 +5.9
Other(2) 5.9 6.6 o2 +2.6
Less
Govt Deposits 0.9 1.2 1.4 +0.2
Other Public Sector Deposits 14.4 21.6 28.1 +6.5
. By End User 19513 187.0 202.1 +15.1
Public Sector (Net) 68.3 60.5 45.9 . =14.6
of which: :
Central Covernment 90.4 94.5 82.7 -11.8
Other Public Sector (221, (34.0) (36.8) =28
Private Sector (Cross) 12750 126.5 156.2 +29.7

Notes: (1) Includes Compensatory Financing Facility and drawings on the local
currency counterpart of ‘the external credits provided under the
IMF Standby Facility
(2)

Outstanding letters of credit, bank guarantees and bank acceptances.
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Other Public sector deposits with the commercial banks
rose by $6.5 million to $28.1 million during 1987. This increase
was largely accounted for by the Belize Electricity Board and the
Belize Telecommunications Limited. Net credit to Other Public
Sector extended by the banking system declined during the year by

$2.8 million following a larger decline in 1986 of $11.9 million.

Deposits of Other Public Sector with the Central Bank
gigew by $2.2 million to $17.8 million. This represented
essentially an 1increase of %$2.1 million in Belize Social

Security Board deposits with the Central Bank.

Loans and advances extended by the commercial banks to
the private sector grew by $27.1 million or 22.6 percent to
$147.0 million as against a decline of $1.2 million or 1.0
percent in 1986. Outstanding letters of credit, bank guarantees
and bank acceptances amounted to $9.2 million, an 1increase of

$2.6 million over their level at the end of 1986.

Loans and advances extended by the commercial banks to
agriculture, the dominant productive sector within the economy
rose by $8.7 million or 68.0 percent during 1987 as compared with
a decline of $1.5 million or 16.5 percent during 1986. Loans and
advances to the Tourism industry rose by $2.5 million during 1987

as against a marginal increase of $0.1 million in 1986. There
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was an 1increase of $4.4 million or 23.2 percent in loans and
advances to Construction. The decline in loans and advances to
Manufacturing of $2.5 million or 15.0 percent in 1987 followed a
larger decline 1in 1986 of $4.4 million or 20.9 percent. The
sharp 1increase 1in loans and advances to Manufacturing by $5.0
million or 54.4 percent during the 1last quarter of 1987 may be
seen as an indication of a turn-around in loans and advances to
‘this sector. The distributive trades have continued to dominate
the sectoral distribution of Jloans and advances rising by $7.0
miltlnen or 15.9  percent during {1937, Ths fbas - in o panE o
‘consequence of the structure of the economy. In the residual
"Other” category there were 1increases 1in credit to commercial

fishing, professional services and financial institutions (Table

109 .
Table 10: ‘Sectoral Distribution of Commerciai Banks Loans and Advances

. $H
Sbctok 1985 1986 1987 Changy
1987/1986
Productive 00.0 57.4 250 +14.7
Agriculture 14.3 12.8 2155 +8.7
Manufacturing 21.1 16.7 14.2 -2.5
Building and Construction 15.4 19.0 23.4 +4.4
Mining 5.8 D05 4.7 -0.3
Transport 1.9 2.3 4.2 +1.9
Tourism 1.5 1.6 4.1 +2.5
Consumer Oriented 56.7 56.4 66.2 +9.8
Public Sector(1l) 17.:8 13.4 14.5 +1.4
Other(2) : 6.9 8.1 11.1 +3.0
Total 141.4 135.0 163.9 +28.9

Notes: (1) Government services and public utilities

(2) Real estate, financial institutions, entertainment, forestry,
commercial fishing and professional services
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Excess liquidity peaked at $35.2 million in July 1987,
falling thereafter to a year-end level .of $22:.:15 milY¥iten:  Fhis
compares with $22.5 million at the end of December 1986. The
fall in the liquidity of the banking system during the last six
months of 1987 reflected the strong growth in credit which rose

by 13.8 percent during the period July to December 1587 (Table
iRl ) .

Table 11/ Commercial Bank Liquidity M
Change

1985 1986 1987 198771986

Approved Liquid Assets b s 13 .4 82.5 +9.1
Vault Cash 4.1 4.8 5.4 +0.06
Balances with Central Bank 14.9 17.2 19.4 +2.2
Foreipgn and Call Balances 1325 161.3 14.0 -2.3
Treasury Bills 14.4 30.3 39=3 +9.0
Other Approved Assects 5.6 4.8 4.4 -0.4
Required Liquid Asscts 44.3 50.9 60.4 +9.5
Daily Cash Reserves 14.9 17.2 19.4 +2.2
Required Cash Rescrves 13.3 15.3 18.1 +2.8
Ixcess Liquid Asscts +8.2 +22.5 +22.1 -0.4
Excess Cash Reserves +1.6 +1.9 +1.3 -0.0
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Commercial banks’ holdings of approved liquid assets grew by
$9.1 million during 1987 as against $20.9 million in 1986. (Table
11 & The assets which recorded significant increases were
Treasury bills maturing in not more than 90 days which rose by

$9.0 million during 1987, and balances with the Central Bank.

The average holding of cash reserves at the end of
December 1987 was $19.4 million as compared to $17.2 million in
December 1986. With required cash reserves at $18.1 million at

December 1987, excess cash reserves were $0.6 million Jlower than

a year ago.

The downward adjustment 1in the structure of interest
rates in mid December 1986 sought to eliminate the sluggishness
in the demand for credit. This downward adjustment has no doubt

contributed to some extent to the increased demand for credit

during 1987.

There was a steady decline 1in average deposit and
lending rates o% interest during the year. With commercial banks
remaining liquid, the weighted average deposit rate fell by 1.1
percentage point to 7.2 percent during 1987. The weighted
average lending rate on the other hand fell by 0.6 percentage
point to 13.8 percent. Although the loan and deposit rates have
been declining for most of 1987, by December 1987, the spread

between these rates had widened from a level of 6.1 percent to

6.6 percent.



The commercial banks’ prime lending rate was lowered
by 2 percentage points to 12 percent 1in December 1986, and
remained unchanged at that Jlevel at the énd of December 1987.
The domestic Treasury bill rate, on the other hand, fell from
9.17 percent 1in December 1986 to 8.80 percent at the end of

December 1987.

The domestic rate of inflation as measured by the
consumer price index was 2.0 percent during 1987. This

compares with the 0.8 percent increase during 1986.
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FISCAL OPERATIONS

The budget deficit of the Central Government for the
fiscal year 1987/88 is estimated at $31.2 million, as compared
with a $27.9 million deficit for the 1986/87 fiscal year (Table
12). The surplus in the recurrent account at $14.8 million may be
over two and one-half times gareater than the previous year’s
figure of $5.7 million and the capital account may net a deficit
of $26.5 million (excluding debt servicing) as against $26.0

million during the 1986/87 fiscal year.

The 1improvement 1in the financial position of the
Central Government may be attributed to the 10.5 percent increase
in recurrent revenue which is expected to total $123.0 million as
against $111.3 million for the previous year. Increased revenues
from taxes on international trade and transactions, contributed
to the rise in revenue: the expected figure for 1987/88 is $77.0
million (62.6 percent of total current revenue) as compared with
$65.8 million for 1986/87. It can be seen from Table 12 that
import and stamp duties show the largest increases which may be

due to a greater demand for imports.
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TABLE 12:

CENTRAL GOVERNMENT OPERATIONS

FISCAL YEAR 1987/88

Actual Budget Projected
1986/87 1987/88 1987/88
lTotal Revenue 115 .5 1195 7 L 2555
Recurrent Revenue 11 i e 114.2 11575 5800)
‘Tax revenue 94 .4 o .8 108.9
I ncome %5 2985 24..0
Property 15T a3 5 1.4
International trade and transactions 65.8 TG 77.0
Goods and services 5.6 FL4T 6.5
Non—-tax revenue 16.9 1615 14.1
Licenses 2092 5.0 2::5
Rents and royalties 1.1 0.9 0.9
Government departments B! 5.4 B
Transfers from Statutory Boards 4.3 5.6 4.2
Other gLl 1.5 102
Capital Revenue 1440 2.0 2.5
Citizenship bonds 1.5 50 2.5
Sale of equity - - -
Grants U] F L) -
Total Expenditure 143.2 164.3 11567
Recurrent Expenditure 105.6 114.4 108.2
Wages and salaries 56:5 56.7 57.0
Pensions 4.8 Fieid) 5.8
Goods and services 24.8 26.4 25 55
Interest 14.1 1.2 1259
Subsidies and fransfers 1146 1220 11.6
Capital Expenditfure 37.6 49.9 48.5
Development 8 2) SHL b 29.0
Amortisation iR 11,4 19.5
(of which: transfers to N.F.P.E.'s) 6.3 T A
Recurrent Balance (Surplus/-Deficit) sl -0.2 14.8
Overal | Balance (Surplus/-Deficit) -27.9 -44.6 -31.2
Financing 2N 39 44.6 o L
Domestic 6.9 10.8 4.0
Foreign 21.0 558 202
Source: Ministry of Finance
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TABLE 13: TAXES ON_INTERNATIONAL TRADE AND TRANSACTIONS

BZ$M

Estimated

1986/87 1987/88

Excise on spirits and beer 4.9 5.9
Excilse on cigarettes 243 =5
Excise on soft drinks 2asrd 2.4
Import duties 29°0 83a2
Export duties 1.9 2.0
Revenue replacement duties 1015 h e d
Stamp duties (customs) 12.4 TeL0
Goods intransit 2l 256
TOTAL 65.8 TATESB)

Source: Ministry of Finance

Non-tax revenues are expected to decline by 16.6 or $2.8 million
to $14.1 million, primarily as a result of reductions in revenues
generated by government departments. Transfers from Statutory
Boards fell by a marginal $0.1 million to $4.2 miliion while
Capital revenue from.the sale of citizenship bonds may be $2.5
million as against $1.5 million for the previous year. NoO dgrants
are expected for the period under review but they amounted to

$2.5 million during 1986/87.
Total recurrent expenditure for the fiscal year 1987/88

may be $2.6 million or 2.5 percent higher than the 1986/87 level

of $105.6 million. Increases in expenses were largely restricted

Gy



to wages and salaries, as prescribed under the Fublic Service
Review Programme, which may rise by $6.7 million to $57.0 million
(52.7 percent of total current expenditure), and consequently to

pensions which were higher by $1.0 million.

Expenditure on development for the 1987/88 fiscal year
mayiamelint o~ F2IF0 'm'l Ffon = o "5 M ien ¥ "dreakter "than the
$27.5 million spent during the previous year despite the decline

1n expenditure on the water and sewerage project which is in 1te

v

f1nal stages of completion.

Debt servicing by the Government conhtinues to be
manageable as no arrears are being accumulated. Interest
payments amount to $12.9 million and repayments on ioans to $12.1
miilion while payments on behalf of statutory bodies amount to

$4.0 million and $7.4 million respectively.

Financing of the $31.2 million deficit to be accrued
for 1987/88 1is expected to be obtained mainly from external
sources 1in the amount of aDDrokimateiy $27.0 miltiion while
domestic credit may aggregate $4.0 million. During the previous
tiscal year the Government borrowed $21.0 miiiion from external

sources and $6.9 million were obtained from domestic sources.



Budget Estimates for 1988/89

Budget estimates of the Central Government for the
1988/89 fiscal year indicate an overall deficit of $17.5 miilion
This is 60.8 percent Jlower than budgeted for the fiscal year of
1987/88 and 43.9 percent below the actual outcome expected for
that same year (Table 14). The revenues and grants are projected
at $161.2 million and expenditures are estimated at $178.7

million.

Total Revenue 167 .2
Recurrent T332 . 2
Capital 26.0
Grants 350

Total Expenditure el
Recurrent 131.3
Capital &t id

Part II : 2120
Part III 290

Overali“pefricit e

Financing 7 8
Domestic -9.5
Foreign 290

Source: Belize, Estimates of Revenue and
Expenditures, 1988/89



Recurrent revenues are expected to amount to $132.2
million during 1988/89 as against $114.2 million for 1987/88,
largely as a result of a projected increase in tax revenue from
$97 million to $114.3 million (Table 15). Recurrent expenditure,
in keeping with the Government’s objective, was restricted to
$131.3 million which will offset current revenue to precipitate a
surplus of $0.9 million. In comparison, expenditure for 1987/&8

was budgeted at $134.4 million. The higher expenditures 1in

TABLE 15: RECURRENT BUDGET 1988/89

BZ$’'000
Recurrent Revenue fd2n 2
Tax revenue e e?
Income 2840
Property 1.9
International trade and transactions v, 3
Goods and services 7 20
Noh—-tax revenue 18.0
Recurrent Expenditure 131.3
Wages and salaries ' 59..7
Pensions 6.0
Goods and services (includes subsidies
and transfers) i
Debt service 39
Amortisation NBye 7
Interest 11505
Sinking fund Isat
Recurrent Balance (Surplus/-Deficit) 0.9

Source: Belize, Estimates of Revenue and
Expenditures, 1988/89
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1988/89 reflects additional expenses on wages and salaries and
pensions but outlays on goods and services have been cut by $5.5

million.

The expected surplus on the recurrent account and $26.0
million in capital revenues are to partially finance an estimated
$47.4 million 1n expenditure on development projects. Some $2.0
million of citizenship bonds and $24.0 million of equity held by
Government are to be sold during fiscal year 1988/89. Proceeds
from the sale of equity refer to the sale of shares in the Belize
Telecommunications Limited. On January 1, 1988, the assets of
Cable and Wireless, which supplied international
telecommunications services 1in Belize, were transferred to the
new public limited company in which the assets of the Belize
Telecommunications Authority, a Statutory Board; were vested 1n
November 1987. Transfers to Central Government from BTA will now
be replaced by taxes and dividends (Government holds 51 percent
of total shares) paid by the new company, BTL. The capital
expenditure programme for the 1988/89 fiscal year has been
designed to facilitate continuation of on-going projects and to
make additional contributions to the productive and social
sectors. It may be noted that revenues generated from local
sources will cover all of Part 1I, and“'&’"porttdn of Part III,
capital expenditures (Table 16). This would be a significant

achievement.



The funding required for the 1988/89 fiscal year in

order to finance the $hiT5 million deficit, which is
entirely for Capital III expenditure, will be traditionally
.obtained from external sources under the overseas economic

cooperation programme. It is expected that domestic credit will

TABLE 16: SOURCES AND FLOW OF FUNDS 1988/89

BZ3$M
Recurrent surplus 0.9
Capital revenue 26.0
Grants 3.0
29.9
Less: Capital II expenditure =249
D
Less: Capital III expenditure (25.0)
DEFICIT (@E 5")
FINANCING .. 5
of which:

Domestic -9.5

Foreign 27.0

- Governments 143

-~ Development Instutions ' [ %)

~ Economic Stabilization Fund (15: 0

actually decline by $9.5 million as the Central Government
continues to reduce its outstanding domestic debt, and $27.0
million will be drawn from foreign governments and development
institutions.
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The Central Government continues to encourage private
sector 1involvement 1in export oriented activities, economic
diversification and employment creation. While no new taxes are
to be levied during the fiscal year under review, the tax system
will be rationalised with a view to maximizing 1investment
incentives and empioyment. Fecurrent expenditure 1is being
restrained and transfers to the Statutory Boards, for the most
part, have been limited as they are better able to meet their
own debt service obligations. Capital spending is more focussed
on physical infrastructure such as roads, water and electricity

and on education and health facilities.



" PUBLIC SECTOR EXTERNAL DEBT

At December 31, 1987 outstanding debt stood at US$117.6
million. This represents an increase of some US$11.8 m111ion-or
11.2 percent over the revised position of US$105.8 million at the
end of 1986, valuation adjustments accounting for US$%10.9 millicon
of this 1increase. Over the last three years exchange rate
filuctuations have accounted for total increases of US$21.8

million in the external public debt.

A total of eight loans were signed by the public sector
in 1987. Of these loans, two were disbursed during the year. A
loan of US$2.3 million, of which US$2.0 million was guaranteed by
the Central Government, was signed by Belize Telecommunications
Limited and the Bank of Nova Scotia. This Toan was fully
disbursed and used for the purchase of the assets of Cable and
Wireless which ceased operations 1in Belize at the end of the
year. The other loan was signed by the Government of Belize and
the Caribbean Development Bank, the proceeds of which are to be

used for an airport feasibility study.

Total disbursements of US$9.6 million were made on hew
and existing loans during the period under review. Some of these

are reviewed below.



The UK Government continued to provide funds under the
UK Belize Grant and Loan 1985 for a variety of projects including
the upgrading of the Belize School of Agriculture and the
Forestry Workshop as well as the upgrading of the Western
Highway. Funds were also provided under another loan for the

improvement of the International Airport.

The Government of the USA, through USAID, continued
disbursements of several loans. These included a disbursement of
US$1.5 million under the Economic Stabilization Agreement, making
a total of US$13.0 million with the balance of US$1.5 million due
for disbursement early in 1988. There was a cancellation of some
USH2E 1% md 1¥58'on on the Commercial Bank Rediscount Fund thereby
reducing the 1loan amount to US$2.9 million. The total disbursed
under this loan 1n 1987 was US$1.1 million and these funds were
used by the commercial banks for on-lending to the private

sector.

The Housing and Home Improvement Loan, which is being
disbursed through the Development Finance Corporation, had total
disbursements in 1987 of US$332,290 with the final disbursement
expected in 1988. These funds have been on-lent to Credit Unions
for the use of their members, as well as to WASA for soft loans

to the private sector. Disbursements in 1987 under the Livestock

Improvement loan were US$0.4 million making total disbursements

of US$1.8 million from a US$1.9 million loan.

st



Development Finance Corporation had two other active
loans. There was a final disbursement of US$43,428 1in January
1987 under the European Investment Bank Second Global Loan for
the financing of various projects. There were also disbursements
of US$677,000 under the Agriculture and Investment Line of Credit
from The Caribbean Development Bank which were used for mortgage

financing and student loans.

There were disbursements under two loans from IBRD.
These were the Road Maintenance and Rehabilitation Project under
which US$0.2 million was disbursed, completing the disbursements
under this 1loan, and a Power Project Lecan, signed in 1286, under

which US$0.8 miliion was disbursed in December.

Principal repayments for‘the period January to December
1987 were US$8.7 million. These included the first principal
repayments on both the IBRD Road Maintenance and Rehabilitation
Loan and the Finexpo Housing Loan. Final payments were made on

the loan for the purchase of BSI shares.

At December 31, 1987 all locans were current and debt
service for the year totalled US$13.0 million interest payments

for the year being US53%4.3 million.
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Debt servicing for 1988 1is estimated to be US$13.8
miiiion. Principal repayments are estimated at US$9.8 millicn

and interest payments at US$4.0 million.

Loans that are due for ftinal repayment in 1988 include
the Trinidad and Tobago Banana Loan of US$1 million, that is due

in a Tump sum repayment; and the Compensatory Financing Facility

of the IMF.

The level of outstanding external pubiic debt rose from

Us$63.1 million at the end of 1982 to US$96.0 at the end of 1987,

excluding valuation adjustments. The major part of this increase

occurred 1in 1985 when disbursements aggregated US$26.6 million
including US$4.8 million under the IMF standby arrangement and
US$7.5 million under USAID Economic Stabilisation 1loans. With
the improvement in the net foreign assets of the banking system
during. . 1988ssand. 1987 ;:skacilitating . anextisation,, of ..debkcocas
scheduled, the net increase in external debt has been Timited to
US$2.8 millign,. .in. 1986 :and US&t.1 . million. ik.:198%4+(Table 18).
Over the five year period 1983/87, disbursements amounted to
US$65.2 million and repayments to US$32.8 million resulting in a
net inflow of external assistance of the order of US$32.4 million

or an average of US$6.5 million per year.

Debt service payments rose from US$5.0 millien in 1983
—}0
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percent of exports respectively. Apart from the rise in tne
volume of debt, the depreciation of the US dollar since early

1985 has contributed to the rise in debt service payments.

TABLE 18: EXTERNAL DEBT

(US3$H)
1983 1984 1985 1986 1987
Opening Balance 63.1 68.3R 74.7R .51 9250 94.9
Disbursements 8.4 8.3 26.6 h2ed 9.8
Amortisations 3.4 s 9.3 G2 8.7
Interest 1.6 2.8 Bi. 2 4.6 N8
Closing Balance 68.1 74.4 92.0 94.9 96.0

The above figures do not reflect changes in exchange rates
subsequent to the dates of disbursement of the various Tloans.

R - Revised
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TABLER 19

EXTERNAL DEBT

(US$M)

1983 1984 1985 1986 1587
Opening Balance 63 68.3R 74.7R 98.3 105.8R
Disbursements 8.4 B8id 26.6 1241 9.6
Amortisation 3.4 22 9.3 9L 2 8
Interest 1.5 2.8 B2 4.6 4.3
Valuation n.a. n.a b & 10.9
Closing Balance 68.1 74.4 98.3 106.3 117.86

R - Revised
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Table 20/ External Debt by Creditor, 1987 (US$M)
1986 Valuatiocon 1987
Balance | Drawn | Amortization | Interest | Adjustment | Balanca
Multilateral
cDB 2055 .8 1.4 0.9 10 20.9
- IMF 11.4 - 1158 Dszi8 2L0 i P s
IBRD e 1.0 B2 Q)T 2.5 9.4
EEC/EIB TR ES — Osbi1 =041 9.6
Other o2 - - .0 B
Bilateral
USAID 21k8 8.3 0.4 (D)) o
CIDA . 8.6 - 0.2 0.1 0.3 8.7
UK i i1 S 032 = 8.0 16 1
CDGC Bl - 13 0.6 e 3 57
T & 15 = 0;.41 Qa0 TR |
Other 4.6 = 0.4 .2 Q.0 4. 2
Private
Suppliers i - 25 2 0.5 20
Other qus T 2v3 [ 02 (350, 2.9
TOTAL 18658:8 OB il 4.3 10,9 i . 6

R - Revised
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The 1improvement in the country’s balance of payments
achieved in 1986 was maintained in 1987, despite a sharp increase
in imports following a significantly higher level of economic
activity and, 1n particular, expansion in net domestic credit.
Net foreign exchange reserves of the Central Bank rose by US5%9.8
million in 1987. Inflows on capital account accounted for 12.8
percent of total inflows in 1987 as compared with 12.4 percent in
{986. As 1h 1986, there was a modest surplus on the current
account while the capital account had a nominal surplus (Table

178,

Current Account

The surplus on current account 1in 1987 1is estimated at
US$15.3 million as against a revised surplus of US$18.2 million
in 1986. There was an increase of US$9.9 million 1in the deficit
on visible trade as compared with the position in 1986 following
the sharp increase in imports. On a f.o.b. basis, imports rose
by 23.2 percent to US$116.2 millien 1in 1987. Exports too rose
sharply by 16.1 percent to US$86.7 million. Earnings from
tourism have been estimated on the basis of preliminary results
of a survey of tourism earnings at US$21.0 million and US$23.5'

miliion respectively for 1986 and 1987. Foreign exchange



expenditure on the Travel account at US$5.0 million in 1987 was
oﬁﬂy marginally higher than in 1986. Private unrequited transfers
continued to be a significant element in the current account with
inward remittances estimated at about US$20.2 miliion. Inflows
on account of such transfers on official account'are estimated at

UsSsa7o5uma 1l yon

Capital Account

The net inflows on capital account in 1987 were marginal as
in 1986. Direct " Investment (net) has been estimated at US$1.9
million in 1987 as compared with US$4.6 million in the previous
year. There was a significant outflow in 1987 on account of
payment made to Cable and Wireless at the end of the year when
1ts assets were taken over Dby the newly .formed Belize
Telecommunications Limited. Repayment of external public debt
amounted to some US$8.7 million. The overall.-surplus. on capital
account is estimated at US$0.2 million. Together with errors and
omissions (net) amounting to -US$5.7 million, the surplus on the
current and capital accounts resulted 1n a net increase 1In

reserves of US$9.8 million.



Table 17 / Balance of Payments: 1987 US3M

1986R 1967P i
|
Credit | Debit Net | Credit Debit Met |
CURRENT__ ACCOUNT 162.6 144.4 182 TEaL 113.5 'S_Si
Visible Trade v e b =
Invisible Trade o <yl i R 0 ety b R 6
Shipment 0.0 1860 Sk iE 0.0 B R SRR |
Other Transportation 5.7 4.4 1.4 7.4 4.8 2.6
Travel 2120 A6 16.4 2515 B . ) 18.53
Investment Income 1.4 8.8 -7 .4 15 6 TARE) -§,2 i
Direct Investment -0.3 g4 -3.7 0.8 b 30 =g
Interest Income : B 5.4 -3.7 2.4 4.9 —2.5i
Other Goods & Serv. 28 5 1242 11603 31:9 15.9 16.01
gt iciar inie) 16 j 7. 210 il el
Private 12 .6 1140 1.6 10.92 14.1 224
Unrequited Transf. 31.3 6.6 24.7 37.7 odni i 8BGO |
official 13.0 3.6 9.4 i3 .5 Bl j@ 2 |
Private 853 3.0 53 20. 2.4 17 Ei
CAPITAL ACCOUNT fe W R R 27.6 27.4 0.2 |
|
Direct Investment &3 e 4.6 8.0 6.1 i 9?
Other b ey e e 19.6 e o

Offieaal 13S0 9.3 B Fitol N .4

Private 108 9.4 -7.6 9.5 12,45 -3.1

- Commercial Banks 1.2 Big 12 -5.0 0.4 Dby ~0.1

- Other Private 0.6 3.2 -2.6 8.1 ) -3.0

Errors & Omissions -8.1 -5.7

Overall Balance 10.8 5.5
Changes in Reserves 1.0 o B30 T e e - 9.5 -9.8 |
(Net) ’

(Increase =

=

RS
P

Revised
Preliminary
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OPERATIONS

Foreign Exchange Operations
The Central Bank buys and sells certain stipulated currencies from

Authorized Dealers at given rates and for authorized transactions.

These currencies are:
a) the United States dollar
b) the pound sterling
¢) the Canadian dollar

d) the currencies of CARICOM member countries

During 1987, net sales of United States dollar, sterling and Canadian
dollars totalled $0.7 million. This contrasts with net purchases of
$15.3 million 1in 1986. On a gross basis, the Central Bank'’s foreign

exchange purchases totalled $94.6 million as against $95.3 million 1n

gross sales.

The net result of the Central Bank’s dealings in CARICOM currencies is
shown in Table 21 . Purchases of Caricom currencies were $13.4 million
in 1987 _as against $1.8 miihlion in 1986. In 1987 sales of Caricom
currencies amounted to $7.0 million as against $5.5 million in 1986.

This resulted in net purchases of CARICOM currencies totalling 16.4

million in 1987.

o/
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TABLE 21/ CENTRAL BANK DEALINGS IN FOREIGN EXCHANGE
WITH FINANCIAL INSTITUTIONS IN BELIZE
1987/ (CARICOM CURRENCIES)

ST 000 )
MONTH PURCHASES SALES NET PURCHASES
JANUARY 5258 714 -191
FEBRUARY 3,040 679 253671
MARCH 368 368 ' -
APRIL 1,306 508 798
MAY 1,192 556 636
JUNE 1,863 501 15362
JIHY 769 607 162
AUGUST 103 454 =55
SEPTEMBER 324 664 -340
OCTOBER 1,350 536 &14
NOVEMBER 1 RERC )92 819 1,093
DECEMBER 652 605 a7
TOTAL 13,402 a0 & +6,391
TABLE 22/ CENTRAL BANK DEALINGS IN FOREIGN
i EXCHANGE WITH FINANCIAL INSTITUTIONS
IN BELIZE/1987 (NON-CARICOM CURRENCIES)
($’000)
MONTH PURCHASES SALES NET
PURCHASES
JANUARY 13,439 4,788 8,651
FEBRUARY 5.383 6,014 _ —63 1
MARCH 8,288 3,525 45763
APRIL 15,031 4,955 1&. 076
MAY 5,859 4,754 t, 1.05
JUNE 9,096 T 5iq — 2,478
ALY 9812 8,376 1,436
AUGUST 35313 17,629 - 14,316
SEPTEMBER 4,247 6,075 — ] ,.828
OCTOBER 4,803 7,980 - 3,177
NOVEMBER 4,535 8,784 =51..249
DECEMBER 10,760 9,836 924
FOTAL 94,566 95,290 -724




External Assets Ratio

By law, the Central Bank 1is required at all times to maintain a reserve
of approved external assets equal to nhot less than 40 percent of notes
.and coins in circulation plus its liabilities with respect to sight and

time deposits.

In 1987, the Bank maintained the required ratio at all times. The
ratio rose to as high as 101.66 percent in June and the lowest value
was 83.33 percent in January. In July, foreign assets reached their
highest level of $81.4 million, falling to $71.6 million at the end of
the year. Demand liabilities, on the other hand, were highest in May,

1987, falling to $81.8 million at the end of December.(Table 23).

TABLE 23/ CENTRAL BANK EXTERNAL ASSETS RATIO/
1987/MONTH END LEVELS
APPROVED CURRENCY
EXTERNAL AND DEMAND
MONTH ASSETS LIABILITIES RATI10
JANUARY 61,746 712,428 3.33
FEBRUARY 61.746 12, 336 85.36
MARCH 67,746 ' 11,228 94.74
APRIL B8 0 17 79 [ FI6 9860
MAY 80,798 82,237 98.25
JUNE Ty, 342 78.049 101.66
JULY 81,369 80,689 100.84
AUGUST 76,164 80,081 96.34
SEPTEMBER 74,734 1.7, 509 96.42
OCTOBER V2,319 NG 9 93.73
NOVEMBER 60,229 £ A042 ¢ 26 . 32
DECEMBER* PO S 81,806 L PRSIy

*Provisional
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CURRENCY AND BANK CLEARINGS
Currency
The Central Bank is vested with the sole right of issuing, reissuing
and redeeming Belize currency nctes and coins and of determining, with
the approval of the Minister of Finance, the desiagns and other

specifications of legal tender notes and coins.

The currency unit of Belize is the Belize dollar which since May 1976
has been pegged to the United States Dollar at.the rate of BZ$1.00 =

US$0.50.

During the year total currency in circulation grew above the levels
witnessed 1in 1986, somewhat reflective of the increased economic

activity during the year under review.

Currency expansion since the beginning of the year was approximately
4.0 percent. The expansion was to a large extent in the notes issue

since coins being circulated remained relatively stablie during the

year (Table 24).

The monthly holdings of cash by the commercial banks grew from $3.4
million in January to $4.4 million 1in December. This compares with
monthly holdings of $5.1 million 1in December of 1986. In contrast
currency with the public grew from $26.4 million in January, 1987 to a
peak level of $29.7 million in May. At December, 1987, the level of

currency with the public was $29.6 million as against $25.9 million in

1986.

i



TABLE 24/ CURRENCY IN CIRCULATION 1987 ($°000)
CURRENCY "IN CIRCULATION CASH CURRENCY

NOTES COINS TOTAL IN BANKS | WITH PUBLIC
JANUARY 26,055 3,139 29,794 3,382 26,411
FEBRUARY 26,589 3,747 30,336 3,240 &7, 096
MARCH 8 g 3, 7 Lo 30,897 4,108 i, 188
APRIL 29' 895 Sy out 33,696 4,202 29,494
MAY T 28,958 3,825 32,784 3,104 29,680
JUNE 28,000 3,844 31,844 4,944 =8, 300
JULY 27,543 3,864 31,407 3,492 24,915
AUGUST 27 ,'1T#s 3,959 bt g 4,317 a2 60y
SEPTEMBER 26,290 S.811 305201 4,305 ah, 806
OCTOBER 27,042 7,810 30,958 357229 ST Tr2s
NOVEMBER 28,086 3,924 S0 4,245 27,765
DECEMBER 29,980 3,969 337924 4,362 29,582

Reserves and Liquidity Reguirements

The commercial banks are required to maintain a specified proportion of
their average deposit liabilities as cash balances with the Central
Bank. In November, 1984 the specified proportion was raised to 7
percent, and in March 1985 to 9 percent. The cash reserve ratio has
remained unchanged since then. The average monthly balances held by
the four commercial banks totalled $19.4 million, as against a required

ho'l ding ot "$1 7 ¥0*~m'1 1 ¥on & “CFable " 25)~

The commercial banks are aliso required to maintain minimum Holdings of
approved liquid assets amounting, on average, to at least 30 percent of
average deposits liabilities. This ratio has remained unchanged since
March 1985 when the required 1liquid asset ratio was raised by 5
percentage points to 30 percentage points following an eariier increase

in the ratio by five percentage points. Liguid assets as defined 1in

S



the Banking Ordinance are generally assets maturing in not more than 90

days.

Throughout 1987, commercial banks holdings of approved liguid assets

remained well 1in excess of required holdings. During 1987, the

required average monthly liquid assets holdings were $56.6 million,

while actual holdings averaged $86.1 million. The average monthly

excess holdings were $29.4 million in 1987 as against $22.5 million 1in

1986.
TABLE 25/ COMMERCIAL BANK DEPOSITS WITH CENTRAL BANK
MONTHLY AVERAGE OF DAILY BALANCES, 1987

AVERAGE

"DEPOSIT MINIMUM ACTUAL EXCESS
MONTH LIABILITIES BALANCE HOLDINGS | (DEFICIENCY)
JANUARY T4, 287 15,686 17,1817 < B
FEBRUARY Y25 697 15,813 17,038 Tsd25
MARCH 178,210 16,039 18,0567 2,018
APRIL 180,706 16,264 11,885 Fa' @9
MAY 183,706 16,534 21,245 4,711
JUNE 186,680 16,801 22 ;828 6.024
JULY 190,547 17,149 22,180 5,031
AUGUST 196,549 17,689 19,369 1,680
SEPTEMBER 196,577 Y1,082 19,209 1,817
OCTOBER 199,542 179584 19,3865 1,406
NOVEMBER 202,153 18,194 18,689 495
DECEMBER 201,440 18,180 19,498 1,868




TABLE 26 / COMMERCIAL BANK HOLDINGS OF APPROVED LIQUID ASSETS 1987

(MONTHLY AVERAGE) ($’000)

"AVERAGE
DEPOSIT REQUIRED ACTUAL

MONTH LIABILITIES HOLDINGS HOLDINGS EXCESS
JANUARY 174287 52286 77871 25585
FEBRUARY TEaE9 52709 80502 27793
MARCH ' 178210 53463 82285 28822
APRIL PEEHEOT 54212 84632 3042
MAY 183706 55112 88619 33507
JUNE 186679 £6004 90944 34940
JULY 150370 SETTER 92314 35203
AUGUST 196550 58965 90045 31080
SEPTEMBER 196577 58973 89467 30494
OCTOBER 199541 59862 88759 28897
NOVEMBER 2021 52 60646 85046 24400
DECEMBER 201440 60432 82539 2RI

Clearing House Operations

The clearing house agreement of October, 1978 involving the Central
Bank and the four commercial banks continued in operation during 1987,
with clearing House operations being conducted daily at the Central
Bank. Data on the amount of cheques cleared are shown in fab1e AT
The average monthly clearing value in 1987 was $48.1 million with a
peak of $62.3 million in December, 1987. This compares with a monthly

average of $55.4 million in 1986.

¢7
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Table 27 / Cheque Clearings 19877 ($'000)
MONTH AMOUNT CLEARED
JANUARY 45,423
FEBRUARY 4.2 , 134
MARCH 50,099
APRIL 45,745
MAY 43,365
JUNE 47,690
JULY 52 AT
AUGUST 4390
SEPTEMBER 47,393
OCTOBER 46,997
NOVEMBER - 50,124
DECEMBER B2 snn Uy

3%

Excludes Special Clearings

Transactions with the Central Government

The Central Bank of Belize Act (Section 34) allows for temporary
advances to the Central Government, not exceeding 15 percent cof the
Government’s estimated current revenues for the financial year.
Throughout 1987, the Government resorted to temporary borrowing from
the Central Bank. At the beginning of the year, Central Bank advances
amounted to $15.7 million. Advances were raised to $16.0 million in
February of 1987. At the end of the year, after funds received from
the Central Bank’s profits were credited to its account, the 1level of

advances to Government from the Central Bank dropped to $13.5 million.

The ratio of advances to estimated revenue was 14.6 percent in January,
1987. In February it was very close to the 15.0 percent 1imit. At the
end of the year this ratio was 11.8 percent, 2.8 percent lower than at

the beginning.

(43



Apart from direct advances, Section 35(2) of the Central Bank of Belize
Act, 1982 stipulates that the Bank can hold Government securities to a

maximum of five times the Bank's paid up capital and reserves. During
1887, the Central Bank’s holdings of Treasury bills and debentures were
comfortably within the legal 1limit. Table 28 shows the levels of
advances to Central Government by the Bank, together with the Bank's

holdings of Government securities during the year.

The Central Bank’s holdings of Government debentures was constant at
$4.8 million during the first five months of 1987, Talling to $1.1
million in June, 1987, and further to $0.6 million in August. At year
end, Central Bank'’s holdings of Government debentures was $4.3 million.
Treasury bill holdings, on the other hand, were $10.4 million 1in
January, 1987 falling to as low as $0.04 million in May. At year end,

total holdings of Treasury bills were $10.1 million.

The Central Bank acts as an agent for the Government in making
arrangements for the issue of Treasury bills. Bills are generally
issued at monthly intervals for maturities of 90 days. The average
yield on Treasury bill issues was constant at 9.0 percent during the

year while the éverage discount rate on Treasury bills was constant at

8.8 percent. (Table 29).
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TABLE 28/ CENTRAL BAME DIKECT AND IMDIRECT CREDIT TO GOVERHHEHT, :547 ($'000)

HOHH ADVANCES Lia)l FEREASURY BILLS OTHER SECURITIES e
January 15,674 14;51 10,395 3,797 1.0
February 14,023 14.94 9,083 4,797 0.9
Harch 13,099 §a.71 3,543 4,797 0.6
April 12,8564 11;26 241 4,797 0.3
Hay 13,472 11.80 3b 7 4797 023
June P 12,58 S0 1,130 0.1
July {4, 34N 12.55 490 1,130 e.1
August e s 13.74 4,447 30 (L3S
Septenber 14,782 12.94 857 ST12 08
‘Octcber e i btz 4,285 BT 0.4
November 13,120 11.49 10,827 4,472 G
Becember# 13,453 e 10,066 4,300 i
{a} Qutstanding advances as a percentage of Central Government's estimated

current revenue. The period through Harch is based on estimated revenus
for fiscal 1986/87, with subsequent months being based on the estimate for
fiscal 1987/88. The estimates used are the Estimates of Revenue and
Expenditure as approved by the Legislature.

{b) Total holdings of Treasury Bills and other Securities issued by the

Government of Belize as a multiple of the Central Bank's paid-up capital
and reserves. :

¥ Frovisional
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TABLE 29 GOVERHMEMT OF BELI1ZE TREASURY RILLS ISSUES 1?87

TEHDER ALLOTHENT ADDITIOHAL TOTAL

AVERAGE CRAGE
AFLLOGTHENT ALLOTHENT DISCOUNT VYIELE
1 £ e A .f: {

1 e £ I 2.1 13.4 8.80 900
2 12,1 B2 0.8 (ST 8.8¢ 7,00
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EXCHANGE CONTROL

Sales

Sales of foreign exchange by authorised dealers to the
public registered $277.1 million during 1987. (Table 30). This is
an 1increase of $48.6 million from the previous year’'s figure.
Current transactibns totalled $239.0 million, Imports i1ncluding
Prepayment for imports, accounted for $198.8 million or 72 percent
of total sales over the year. Travel facilities amounted to $15.6
million, an 1increase of $1.6 million from 1986 figure. Profits
remitted abroad by companies operating 1in Belize to their
respective Head Offices decreased by 20 percent from the previous
year to $2.8 million during 1987. Dividends paid to foreign

shareholders of companies operating 1in Belize i1increased by $1.0

million above the 1986 figure to $1.8 million 1in 1987. Payment
for Professional Services performed by non-residents abroad
increased from $1.7 million to $2.2 million during 1987. Interest

Payments by both the Private and Public sectors totalled $1.5
million during 1987. Repatriation of funds and other Capital
Account transactions increased by 75 percent from the 1986 fTigure
of $21.7 million to $38.0 million. Repatriation of funds and
other Capital Account were responsible for $30.5 million of

Capital Account transaction.



TABLE 30

CLUTIAL BANK OF BELIZE

OUTFLOW OF FOREICN EXCUANGE DY AUTHORISED DEALERS

T 1985 - 1986, 1987, DIFFERENCE h:i,:fﬂn
RESIDENT  RESIDENT RESIDENT  RLSIDENT RESIDENT RESIDENT RESIDENT  RLSI1DENT
CURRENT TRANSACTION
TRAVEL - Vacation 2,463 257 3,819 901 4,027 1,151 208 25
Business 1,274 128 1,723 131 2,149 226 q2¢ 95
tedical 173 19 325 18 402 19 i? 1
Other 1,268 955 750 1,438 546 1,376 -204 -62
FANILY MAJETENANCE 1,340 269 1,625 227 1,023 27L -6U2 44
LOLCATION 1,173 1,041 2,023 9u2
INSURRGCE 1,130 1,218 1,192 -86
RE -1NGURANCE 2,969 2,839 3,107 268
TRaViL FARES 4,736 4,913 5,650 Ta
FRELCHT CRARGES 3,921 3,606 4,284 67
MEDLICAL EXPENSES 739 1,265 1,019 ~246
HEAD OFFICE EXPERSES 1,105 621 504 =-117
ROYALTY FAYMENIS 352 118 160 -18
COMNUNICATLONS 20 78 sg
PROFESSIONAL SERVICES 1,835 1,701 2,187 186
BANAGEMERNT SERVICES 39 26 236 210
SUBSCRIPTIONS 359 296 453 157
PORT I ISHURSEMENTS 270 109 82 -27
COnMISSIons 288 224 428 204
SUXDRIES 180 8L 63 -1e
RENTAL OF EQULIPMENT 400 406
LENASSY TRANSELNR 94 99 104 9
PROFITS 2,118 3,606 2,895 =711
DIVIDENDS 734 774 1,799 1,025
INTEREST PAYMENTS
PRIVATE 2,147 1,549 1,276 =273
PUBLIC 586 836 268 -568
CLHILK CURRERT ACCOUNT
PRIVATE 253 92 :381 719
PUBLIC 319 14 -30S
LHPORTS
’ PREPAYMENTS - 15,708 18,783 27,946 9,163
Ol PAYMENT 34,738 23,017 25,509 2,492
OTIER 132,340 128,664 145,372 16,708
TOTAL 214,906 1,722 204,050 2,814 235,883 3,151 31,823 337
TOTAL CURRENT ACCOUNT 216,628 206,864 239,034 32,170
CAPLTAL TRANSACT]ON
EMIGERATION 2,206 3,968 3,354 =614
REPATRIATION OF FUNDS 12,066 10,076 12,275 2,199
LCAN PAYMENTS ’
PRIVATE (Long tern) 3,088 3,568 2,077 -1491
PUBLIC (Long term) 4,921 2,576 1,827 -149
PRIVATE (Short term) g2 £5 3
PUBLIC (Short termm)
GIFTS 159 12} 150 29
INVESTAERTS 11
OTHER CAPLTAL ACCOUNT 329 1,293 18,260 16,973
TCTAL 10,714 12,066 11,608 10,076 25,759 12,275 14,151 2,199
TOUAL CAPITAL ACCOUNT 22,7080 21,684 30,034 16,350
TOTAL 225,620 13,788 _215,658 12,890 261,642 15,426 45,914 2,536
GRAND TOTAL 239,108 228,540 2 277,008 46,520

H.b. These [igures represent agyregates of round-off of monthly totals.
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Stamp Duty
Stamp Duty on sales of foreign exchange brought in $2.8
million in revenue to the Government during 1987; this represents

an increase of $0.5 million or 19 percent from the 1986 figure.

Purchases :

Purchases of foreign exchange from the public totalled
$294.7 million in 1987; this represents an 1increase of $51.2
million over the previous year. (Table 31). The overall position of
foreign exchange transactions of authorized dealers for 1987 was a
net inflow of $17.6 million. Incorporated Bodies continues to be
responsible for over half of the total inflows registering $156.7
million or 53 percent. This is an increase of $31.3 million over
the 1986 lTevel. Garrison Paymaster brought in $30.0 million during
1987, an 1increase of $6.7 million form the previous year. Co-
operative Societies recorded a decrease of $2.5 million to $7.2
million during 1987, as compared to 1986. Shipping Agencies
brought in $0.9 million, a decrease of $3.7 million as compared

with 1986.

7¥



INFLOWS OF FOREIGN EXCHANGE 1987

BZ'000

TABLE 31

CLASSIFLCATION 1985 1986 1987 e
CENTRAL GOVERNMENT 1,892 2,024 14872 Y
LOCAL GOVERNMENT 017 215 - (213)
STATUTORY BODIES 58 62 71 9
REL1GIOUS ORGANISATIONS 1,931 2,942 2,892 (50)
FINANCIAL INSTITUTIONS 510 -2,467 4,963 2,496
INCORPORATED BODIES: 116,051 | 125,344 156,655 AR
SHIPPING AGENCIES L4805 1,250 876 (374)
INSURANCE COMPANIES s 136 139 3
TRAVEL AGENCIES 988 1,247 3. i 867
EMBASSIES - 4,269 9,618 5,349
HOTELS 3,431 3,476 4,014 538
INDIVIDUALS 60,293 56,681 L 4,056
GARRISON PAYMASTER 24,700 23,255 29,975 6,720
OTHERS 10,183 10,422 9,469 (953)
CO-OPERATIVE SOCIETIES 12,540 9,716 % 176 i (2,540)
POST OFFICE s u 4,113 % 4,113
¢ 0TAL 234,311 | 243,504 294,684 i 51,180
t
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BANKING SUPERVISION DEPARTMENT

The primary function of the Banking Supervision
Department is to maintain a general surveillance over financial
institutions and over the performance of banking business in or
from within Belize. The Department was established 1in 1983 with
assistance from the International Monetary Fund. Until recently,
staffing constraints confined this surveillance to computer-based
analysis and review of financial 1information reported by
commercial banks periodically. This acts as an early-warning
mechanism geafed at detecting problems which may arise in the
banking system. With the recruitment of an additional staff
member and the appointment of an advisor from the International
Monetary Fund, it was possible to plan a programme of regular on-
site inspections of banks, one of which was concluded during the

latter part of 1987.

The Banking Supervision Department 1is also responsible

for the following functions.

a) Applications by Commercial Banks under
Section 13(1) (a) of the Banking Act.

b) Commercial Bank Discount Fund.
Gi) Central Bank of Belize CBI Loan Guarantee Scheme.

d) Internal Audit.
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Applications by Commercial Banks under Section 13(1)(a) of

the Banking Act

Under the Banking Act, commercials banks are reguired to
apply, through the Central Bank of Belize, for the permissicon of
the Minister of Finance befeore granting credit facilities in
excess of 25 percent of their capital and reserves (or assigned
capital and reserves in the case of foreign financial
institutions) to any borrower or garoup of related borrowers.
During 1987, thirty—-eight such applicaticns were processed by the
Banking Supervision Department. These amounted to $&5.5 million
in credit facilities or approximately 52 percent of total lcans
and advances of the banking systam. This was wup from $83.8

million in 1986 when conly 36 applications were approved.

This fund was established 1in March 1983 under an
Agreement between the Governments of Bsiilze and the United States
of America. US$5.0 million was made available by USAID to finance
this facility. It operates through the Central Bank of Belize
against which commercial banks in Belize are able to refinance up
to 100 percent of loans made to borrowers for-qualifying projects.
The Project Assistance Completion Date (PACD) was originally 3t
December 1985 but was extended to 31 December 1986 and T1ater to 30

June 1987. On 31 December 1987, 10 projects had benefited from
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this facility and the Central Bank of Belize had refinanced loans
Th excess | . of . $5.4 . million. Projects benefitting from this
facility were in agriculture, tourism, livestock, and aquaculture.
The wunused portion of the BZ$%$10.0 million facility was de-

obligated on 30 June 1987 on the expiration of the PACD.

Central bank of Belize CBI Loan Guarantee Scheme

In 1885, the Centrai Bank of Belize establiished the CBIL
Loan Guarantee Scheme which would allow banks to obtain guarantess
of up to 75 percent of loans dgranted by them under the CBI
Commercial Bank Disccunt Fund arrangements. The scheme was later
expanded to include non-CBI loans. Vp to the and oFf 1387, S51x
loan guarantees were granted totalling $1,415,000 af. Ahich
$787,500 were extended during 1987. Two of these guarantees were

not related to l1oans granted under the CBI scheme.

Internal Audit

The Banking Supervision Department conducts regular
audit checks on the accounting operations of the Central Bank.
This review has been l1imited in scope but plans are under way to

up-grade and expand this function.
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ADMINISTRATION
The Board of Directors

During the period 1st January, 1987 to 31st August, 1937
the Board of Directors of the Central Bank consisted of the

fcllowing persons:

Alan Slusher - Governor and Chairman of the Board
Frank J. Garbutt - Deputy Governor and Vice Chairman
Mario Arguelles - Director

Arsenio Burgos - Director

Nestor Vasquez - Director

With effect from 1st September, 1987 the Board gained

another Director in the person of Ms. Kathlyn Tillett.

S4r Edney Cain, O0O.B.E., Financial Sscrabary was the
representative of' the Ministry of Finance on the Board from ist
Januapy, 1987 to 3ist July, 1987. " Thereafter Jtothe  endiof 1987
Mr.  lKeithi-cArnold; . “Elnaneials Seeretary, became. the Ministry’s

representative.

The Board of Directors held 11 regular meetings during

the year.
Staffing

The Principal officers of the Bank at the end of 1987
were:

Alan Slusher - Governor

Frank J. Garbutt = Deputy Governor

Cecile Reyes - Bank Secretary

Dwain A. Davis - Manager, Accounts and Budget
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Barbara Locke = Manager, Banking and Currency

Sydney Campbell = Ag. Head, Exchange Control
Department

Ag. Head, Bank Inspection
Department

Bl s .. Rao - Advisor/Research Director

Adrian Bryan = Advisor, Bank Supervision

Manuel G. Vasquez

During 1987 the assignment of Dr. N. A. Mujumdar who had
been I.M.F. Research Advisor since August 1986 came to an end and
he was succeeded by Dr. J. C. Rao. Also joining the staff of the
Bank, as I.M.F. Advisor on Banking Supervision, was Mr. Adrian
Bryan. In addition the Bank obtained from the Commonwealth
Secretariat the services of Mr. Jose Maurel as Advisor on the
establishment of a computerized Debt Recording and Management

System.

The total number of perscns employed by the Bank at the
end of 1987 was seventy-four, of whom six were away frcom the
country on study leave. In comparison, at the end of 1986 the

Bank had sixty-one employees.
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